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Earnings growth reacceleratmg Share price: ¥671 Market cap: ¥28.2bn
Q2 FY12/24 results update 5 September 2024

Positive indications of stable growth — Q1-2 FY12/24 results were in

line with company guidance, with all business segments 800 ey TR

demonstrating profit growth YoY. Stable sales growth at the Affiliate 750

Business and the Directly-Managed Lounge Business and effective 700

marketing spending improved OPM YoY. The Life Design Business £50

grew sales by 50.4% YoY, highlighting the company’s success in 600 p

diversification and identifying new growth businesses. The outlook 550

for H2 FY12/24 is positive in our view, as the company continues to 500

cement its position as the market leader in marriage consulting 50

services, with a competitive service line-up of three internal brands 400

(IBJ Members, ZWEI and Sunmarie) and the business alliance with O- @@ \Q@‘f‘ \\»p’c’ {L@” @;@*‘ @»s””‘@é? &/é? @fs”v“ @ns?“ Q,:§3 @r§“

net which is beginning to gain traction from June 2024..
Source: Bloomberg

Maintaining earnings estimates

» New affiliate business openings showing consecutive quarterly Price Performance
growth — The Affiliate Business remains the core earnings driver, YTD 1M 3M 12M
contributing nearly half of IBJ's total OP. The outlook is geared to the Abs (o%) -5.5 +43.4 +10.7 +6.2
number of new affiliate business openings, and Q2 FY12/24 saw 235 Rel (%) 147 +218 16,1 37
new openings equating to a 7% increase YoY (versus a 16% decline in Company sector
Q1 FY12/24). We maintain our view that the company can convert Commercial Services
around 70 to 80 new affiliate openings every month, indicating that Diversified Consumer Services
this business segment will sustain growth and maintain its high Stock data
profitability. ||\34r|l(ce * y 257;
o Valuations—Based on our unchanged estimates, the shares are Mk: gzg §$23) 192'2
trading at an estimated PER FY12/25 of 14.2x (on +11.5% EPS growth 52-week range (¥) 460-777
YoY), FCF yield of 6.5%, and total shareholder return of 2.8% (based Shares O/S (m) 42.0
on a 15% dividend payout and ¥0.5bn allocated to share buybacks). Average daily value ($m) 0.7
Free float (%) 37.2
Foreign shareholding (%) 5.7
Ticker 6071
Exchange Tokyo Prime
Net Debt/Equity (x) N/A
FFO leverage (x) 1.6
BBG BUY | HOLD | SELL 2|0]0
Source: Bloomberg
Year-end 12/22 12/23 12/24E 12/25E 12/26E Business Overview
IBJ is a domestic online and offline matchmaking agency for individuals
Sales (¥bn) 14.72 17.65 18.88 20.30 21.82 seeking to marry. The business is divided into three main segments: the
matching business, which provides gateway services for marriage activities;
OoP (¥bn) 1.99 223 2.36 2.64 2.84 the marriage consultation office business, which is the growth driver of IBJ and
NI (¥bn) 1.49 1.63 1.69 1.89 2.03 combines franchise and directly operated stores; and the life design business,
EPS (¥) 3717 40.84 42.46 47.36 50.83 which offers support after successful marriages. Listed in December 2012, the
DPS (¥) 6.00 6.00 6.37 710 7.62 company is a niche market leader.
Sales growth YoY (%) +4.5 +19.9 +7.0 +75 +75 Astris-Sustainability ESG rating
OP growth YoY (%) +31.5 +11.9 +5.8 +11.8 +7.5 Amber Reference Ratings
NP growth YoY (%) +41.7 +9.1 +4.0 +11.5 +7.3 MSCI N/A
EPS growth YoY (%) +41.2 +9.9 +4.0 +11.5 +7.3 Sustainahvics  NA
PER (x) 18.1 16.4 15.8 142 13.2 Red Green e g NiA
EV/EBITDA (x) 114 10.2 95 8.6 8.0 etinitv
EV/Sales (x) 20 1.7 16 15 14 — o S&P Global e
PBR (x) 3.7 3.8 3.7 3.7 3.6 Pz Bloomberg N/A
ROE (%) 21.7 21.7 224 24.7 26.2 Next events
ROCE (%) 20.0 20.4 215 240 25.2 Q3 FY12/24 results November 2024
FCF yield (%) 4.8 3.6 7.9 6.5 7.0
Dividend yield (%) 0.9 09 09 1.1 1.1 Tel: +81 3 6868 8797 o
Total shareholder returns (%) 0.9 47 27 28 29 Email: Corporateresearch@astrisadvisory.com
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Recent results
Q1-2 FY12/24 results
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Results remain in line with FY12/24 guidance

Key financials

(¥bn) Q1-2 Q1-2 YoY
FY12/23 FY12/24 (%)
Sales 7.73 8.57 +10.9
Gross profit/(loss) 741 7.97 +7.6
Gross margins (%) 95.9 93.1
Operating profit/(loss) 0.96 1.27 +31.7
Operating margins (%) 12.5 14.8
Recurring profit 1.00 1.27 +26.3
Net income attributable to the parent 0.81 0.87 +7.5
Source: Company
Stable profit growth for all segments
Per business segment (pre elimnations)
(¥bn) Q1-2 Q1-2 YoY
FY12/23 FY12/24 (%)
Sales
Affiliate Business 1.55 1.69 +9.0
Directly-Managed Lounge Business 418 4.41 +5.7
Matching Business 0.94 0.85 9.0
Life Design Business 1.16 1.74 +50.4
Segmental profit/(loss)
Affiliate Business 0.84 1.08 +28.8
Directly-Managed Lounge Business 0.70 0.82 +17.7
Matching Business 0.07 0.07 +7.3
Life Design Business 0.18 0.23 +29.3
Segmental profit margins (%)
Affiliate Business 53.9 63.7
Directly-Managed Lounge Business 16.7 18.6
Matching Business 7.2 8.5
Life Design Business 15.4 13.2

Source: Company
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Life Design Business raising its profile YoY
Sales split per business segment
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Affiliate Business contributes nearly half of total OP
Operating profit split by business segment (pre-elimination)

Life Design Business

Life Design Business
Affiliate

. . Matching Affiliate
Matching Business Business Business
Business % %

Q1-2
FY12/24

Q1-2
FY12/23

Directly-Managed

Directly-Managed
Lounge Business

Lounge Business

Source: Company

A www.corporateresearch.astrisadvisory.com



Japan Corporate Research JA,ASTR I S CORPORATE

IBJ (6071) — Q2 FY12/24 results ADVISORY,

Trend remains stable for affiliate number growth
Annual affiliate members
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Quarterly affiliate business openings are stabilizing
Quarterly new affiliate business openings
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Note: Data for new openings, and not net affiliate increases QoQ

Key highlights

Q1-2 FY12/24 results were in line with guidance, with the company demonstrating stable
growth in its core Affiliate Business and the Directly-Managed Lounge Business. There was
notable growth in the Life Design Business, with significant contribution from the subsidiary
K Village hobby and communities operation. The key takeaways are as follows:

e Recovering growth in business openings at the Affiliate Business — new affiliate
business openings experienced a consecutive quarter of growth, driven by staff
training and marketing efficiency improvements.

A www.corporateresearch.astrisadvisory.com
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ZWEI delivered strong performance - as part of its Directly-Managed Lounge
Business (marriage consulting services), the ZWEI brand was said to have
performed positively with staff enhancing their skills. The company believes that
the three internal brands (1BJ) Members, ZWEI, and Sunmarie) and O-net provide a
differentiated and effective service line-up. Average pricing remains on the rise for
IBJ members with the introduction of new optional services.

Life Design Business scaling up — the hobby and communities operation at
subsidiary K Village continues to see strong sales growth (Q1-2 FY12/24 +70.5%
YoY), with post-marriage-related services such as weddings, insurance, and real
estate growing in line with successful matches.

OPM improvement YoY — rising from 12.5% to 14.8% was driven by a combination
of 1) more efficient and effective marketing activities, and 2) rising sales volume.

We believe the earnings outlook for H2 FY12/24 remains positive due to the following:

Continued steady demand for marriage consulting services, with O-net expected to
make a material contribution to new memberships, with the collaboration
operating fully from June 2024.

More efficient marketing spend YoY.

No major SG&A items planned for H2 FY12/24.

The company has maintained FY12/24 guidance. We expect to see a deceleration in
earnings growth YoY due to the one-time disposal of the REIT fund in Q3 FY12/23.
However, we maintain that underlying earnings growth will remain at double-digits YoY.

www.corporateresearch.astrisadvisory.com
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Astris earnings estimates and key
assumptions

We have maintained our earnings estimates for FY12/24 and beyond

Astris Advisory earnings estimates

Year-end FY12/24 FY12/24E FY12/25E FY12/26E
guidance
Sales 18.20 18.88 20.30 21.82
Growth YoY (%) +3.1 +7.0 +7.5 +7.5
OP (¥bn) 222 2.36 2.64 2.84
OPM (%) 13.6 12.5 13.0 13.0
EBITDA (¥bn) - 3.12 3.45 .M
EBITDA margins (%) - 16.5 17.0 17.0
FCF (¥bn) - 3.36 1.83 1.98
FCF margin (%) - 17.8 9.0 9.1
FCF conversion (%) - 92.0 67.9 68.2
FCF yield (%) - 13.5 74 7.9
DPS (¥) N/A 6.37 710 7.62
Dividend yield - 0.9 1.1 1.1
Total shareholder return (%) - 2.7 2.8 29

Source: Astris Advisory
Note: FCF conversion is FCF/Pre-tax Profit

The core assumptions of our estimates are as follows:

e Sales growth — we estimate high single-digit growth for the core matchmaking
activity, with growth supplemented by scaling the Life Design Business and
strategic M&A activity.

e Profitability — at this current juncture we believe the business can maintain
stable operating margins, balancing the needs of business investment as well
as scaling the Life Design Business.

e Sustainable free cash flow generation — we believe the company will continue
to generate positive free cash flow with its asset-light business model and
maintain an FCF conversion rate of around 70% for the medium term.

A www.corporateresearch.astrisadvisory.com
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Summary

Market leading IBJ is a leading domestic matchmaking agency, specializing in both online and offline

domestic marriage services for individuals looking to get married. The business is divided into three main

matchmaker segments: the matching business, which provides gateway services for marriage activities;
the marriage consultation office business, which is the growth driver of IBJ and combines
franchise and directly operated stores; and the life design business, which offers support
after successful marriages. The company, which went public in December 2012, holds a
prominent position as a leader in the niche market. With its corporate philosophy of
‘bringing happiness to everyone who has a connection’, it has a strong brand and high
reputation stemming from positive customer interactions and high matchmaking
performance.

It has embarked on a medium-term growth strategy to FY12/27 based on the following:

e Conducting marriages for 20,000 couples per annum, equivalent to approximately
4% of the total nationwide (estimated to remain around current levels of 500,000
marriages).

e Reaching 7,000 affiliate companies in the IBJ alliance network (FY12/23 was 4,211).
e To generate ¥24.0bn sales and ¥3.5bn operating profit (14.6% OPM) in FY12/27.
e Focus capital allocation on M&A and building alliances.

Astris Advisory estimates IBJ will drive medium-term growth via the following factors:

e Conduct M&A activity as the company aims to drive economies of scale and
network effects for its matchmaking service.

e Stable operating profit margins demonstrating its pricing power and ability to
deliver high matchmaking rates.

The shares are trading on an estimated PER FY12/25 of 14.2x (on +11.5% EPS growth YoY),
FCF yield of 6.5%, and a total shareholder return of 2.8%.

A www.corporateresearch.astrisadvisory.com
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FY FY FY FY FY
¥bn 12/22 12123 12/242 12/25E  12/26E

Sales

COGS

Gross profit

Gross profit margin (%)
Total OP

OP margin (%)
Non-operating income
Non-operating
expenses

Recurring profit
Extraordinary gains
Extraordinary losses
Pre-tax profit

Tax

Effective tax rate (%)
Net income
Non-controlling NI
Parent attributable NI

Sales growth YoY (%)
OP growth YoY (%)
Pre-tax profit YoY (%)
NI growth YoY (%)

Balance sheet
(¥bn)

Cash & equivalents
Accounts receivables
Inventory and WIP
Other

Current assets
Tangible assets
Goodwill

Intangible assets

Long term investments
Other

Fixed assets

Total assets

Short term borrowing
Trade payables

Other

Current liabilities

Long term borrowing
Other LT liabilities

Long term liabilities
Shareholder’s equity
Share acquisitions rights
Non-controlling interests
Total net assets

Total liabilities & net
assets

14.72
0.54
14.18
96.3
1.99
135
0.07
(0.01)

2.05
0.01
(0.04)
2.01
(0.55)
26.8
1.46
(0.03)
1.49

+4.5
+31.5
+42.4
+41.7

FY
12122

3.30
1.97
1.29
0.86
742
1.66
1.55
0.35
1.06
1.77
6.40
13.82
1.30
0.04
253
3.87
1.34
0.65
1.99
7.57
0.00
0.40
7.96
13.82

Source: Company, Astris Advisory

17.65
2.55
15.10
855
2.23
12.6
0.08
(0.02)

2.29
0.40
(0.33)
2.36
(0.69)
30.1
1.67
0.04
1.63

+19.9
+11.9
+17.3

+9.1

FY
12123

3.79
0.94
1.61
1.75
8.09
3.00
1.53
1.08
1.96
246
10.03
18.12
3.50
0.49
3.20
719
222
0.69
291
7.45
0.10
0.48
8.02
18.12

18.88
2.83
16.05
85.0
2.36
125
0.08
(0.02)

242

2.42
(0.73)
300
1.69

1.69

+7.0
+5.8
+2.5
+4.0

FY
121242

4.22
0.94
1.73
1.40
8.28
3.38
1.53
1.08
1.96
246
10.41
18.69
3.50
0.55
3.64
7.69
222
0.69
291
7.66
0.10
0.32
8.08
18.69

20.30
3.05
17.26
85.0
2.64
13.0
0.08
(0.02)

2.70

2.70
(0.81)
300
1.89

1.89

+75
+11.8
+11.5
+11.5

FY
12125
E
3.99
0.94
1.86
1.40
8.18
3.78
1.53
1.08
1.96
246
10.81
19.00
3.50
0.60
3.91
8.01
2.22
0.69
291
7.63
0.10
0.35
8.08
19.00

21.82
3.27
18.55
85.0
2.84
13.0
0.08

(0.02)

2.90

2.90

(0.87)

30.0
2.03

2.03

+7.5
+7.5
+7.3
+7.3

FY
12126
E
4.01
0.94
2.00
1.40
8.34
4.22
1.53
1.08
1.96
246
11.25
19.59
3.50
0.64
4.20
8.35
2.22
0.69
291
7.84
0.10
0.39
8.33
19.59
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Cash flow statement FY FY FY FY FY
¥bn 12122 12/23 12242 12/25E 12/26E
Profit before tax 2.01 2.36 242 2.70 2,90
Depreciation/amortization 0.61 0.69 0.76 0.81 0.87
Changes in working capital (0.03) 1.18 0.75 0.18 0.20
Other non-cash items (0.00) (0.05) (0.03) (0.04) (0.03)
Tax paid (0.45) (0.66) (0.73) (0.81) (0.87)
Cash from Operating Activities 214 3.52 317 285 3.07
Capex (0.78) (2.50) (0.94) (1.02) (1.09)
Acquisitions/increase stakes (0.53) (0.11) - - -
Other investing cash flow (0.63) (1.55) (1.09) (1.32) (1.21)
Cash from Investing Activities ~ (1.94) (4.17) (2.03) (2.34) (2.30)
Total cash dividends paid (0.24) (0.24) (0.25) (0.28) (0.30)
Debt issuance/(retirement) (0.48) 2.88 - - -
Equity financing/(buybacks) - (1.07) (0.50) (0.50) (0.50)
Other (0.01) 0.04 0.04 0.04 0.04
Cash from Financing Activities  (0.73) 1.61 (0.71) (0.74) (0.76)
FX impact 0.00 0.00 0.00 0.00 0.00
Net cash flow (0.53) 095 043 (0.22) 0.01
Free cash flow 1.36 1.02 223 1.83 1.98
EBITDA 2.60 2.92 3.12 3.45 3N
EBITDA margin (%) 17.7 16.5 16.5 17.0 17.0
Free cash flow margin (%) 9.3 5.8 11.8 9.0 9.1
Free cash flow conversion (%) 67.7 43.0 92.0 67.9 68.2
Capex/sales (%) 53 14.2 5.0 5.0 5.0
Capex/depreciation (%) 127.7 3646 1250 1250 125.0
CFO margin (%) 14.5 19.9 16.8 14.0 14.1
Key metrics FY FY FY FY FY
12/22  12/23 121242  12/25E  12/26E
Profitability
Gross margin (%) 96.3 85.5 85.0 85.0 85.0
Operating margin (%) 13.5 12.6 12.5 13.0 13.0
Net margin (%) 10.1 9.2 9.0 9.3 9.3
ROA (%) 11.0 10.2 9.2 10.0 10.5
ROE (%) 217 217 224 247 26.2
ROCE (%) 20.0 204 215 240 252
ROIC (%) 14.7 13.3 124 13.8 14.8
Liquidity
Current ratio (x) 1.9 1.1 1.1 1.0 1.0
Leverage
Debt/Equity ratio (x) 0.3 0.8 0.7 0.8 0.7
Net Debt/Equity ratio (x) net 0.3 0.2 0.2 0.2
cash
Equity ratio (x) 0.5 0.4 0.4 0.4 0.4
Interest cover (x) 4312 1859 412 46.1 49.6
Net Debt/EBITDA (x) N/A 0.7 0.5 0.5 0.5
Valuation
EPS reported (¥) 3717 4084 4246 4736  50.83
PER (x) 18.1 16.4 15.8 14.2 13.2
Diluted PER (x) 19.0 17.3 16.6 14.9 13.9
DPS (¥) 6.0 6.0 6.4 71 7.6
Dividend payout ratio (%) 16.1 14.7 15.0 15.0 15.0
Dividend yield (%) 0.9 0.9 0.9 1.1 11
Total shareholder return (%) 0.9 4.7 2.7 2.8 2.9
Free cash flow yield (%) 4.8 3.6 7.9 6.5 7.0
Diluted FCF yield (%) 4.6 34 75 6.2 6.7
PBR (x) 37 3.8 3.7 3.7 3.6
EV/sales (x) 2.0 1.7 1.6 15 1.4
EV/EBITDA (x) 114 10.2 9.5 8.6 8.0
EVIEBIT (x) 14.9 13.3 12.6 11.2 10.5
EV/FCF (x) 218 29.2 13.3 16.2 15.0
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Disclaimers

This report has been prepared by Astris Advisory Japan K.K. This report is based on information obtained from public sources that Astris
Advisory Japan K.K. believes to be reliable but which Astris Advisory Japan K.K. has not independently verified, and Astris Advisory
Japan K.K. makes no guarantee, representation, or warranty as to its accuracy or completeness. This report does not and does not
attempt to, contain everything material which there is to be said about the Company. Any opinions expressed herein reflect Astris
Advisory Japan K.K.’s judgment at the time the report was prepared and are subject to change without notice. Forward-looking
information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of
amounts not yet determinable, and therefore involve known and unknown risks, uncertainties, and other factors which may cause the
actual results, performance, or achievements of their subject matter to be materially different from current expectations.

This report has been prepared as general information, is therefore not intended as a personal recommendation of particular financial
instruments or strategies, and does not constitute personal investment advice.

The analyst hereby certifies that (i) the views expressed in this report accurately reflect the research analyst’s personal views about the
company and the securities that are the subject of this report, and (i) no part of the research analyst's compensation was, is, or will be,
directly or indirectly, related to views expressed by that research analyst in this report.

The report has been prepared by Astris Advisory Japan K.K., a Japanese firm organized under the laws of Japan and supervised by the
Japanese Financial Services Agency. Details about the extent of our regulation by local authorities are available from us upon request.

Conflict of interest

This report has been commissioned and paid for by the company and is deemed to constitute an acceptable minor non-monetary benefit
as defined in MiFID II.

Readers should assume that Astris Advisory Japan K.K. may currently or may in the coming three months and beyond be providing or
seeking to provide IR/corporate advisory or other services to the company.

Investment in securities mentioned: Astris Advisory Japan K.K. has a restrictive policy over personal dealing for its directors, officers,
employees, and service providers. Astris Advisory Japan K.K. does not conduct any investment business and does not hold any
positions in the securities mentioned in this report.

Limitation of liability
Astris Advisory Japan K.K. assume no liability as regards any investment, divestment, or retention decision taken by the investor based

on this report. In no event will Astris Advisory Japan K.K. be liable for direct, indirect, incidental, special, or consequential damages
(regardless of whether being considered foreseeable or not) resulting from the information in this report.

Copyright 2024 Astris Advisory Japan K.K. All rights reserved.
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